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Islamic banking system is established preliminary in Pakistan since 1 July 1985,and now in 2009 
the network of Islamic banking system is expended and consist of 13 different conventional 
banking windows and 6 full-fledged Islamic banking system. However these products are not 
fully adopted by the customers. Corporate customers are considered as major role player in the 
economy. In this research the perception of corporate customers is tried to understand. The study 
targeted  the  awareness  of  Islamic  banking  products,  their  marketing  strategy  regarding 
advertisement,  cost  of  products  and  services  and  its  impact  on  the  corporate  customer’s 
perception toward the banking selection. We will try to implement the correlation model between 
different  independent  variable  and  that  of  dependent  variable.  The  study  will  help  in  the 
promotion of the Islamic banking in Pakistan, especially in corporate sector. 
Keywords: Islamic banking system, customers, corporate customer perception. 
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The term "Islamic financial system "is comparatively new, emerged only in the middle of the 
1980's  the  literature  suggests  that  the  Islamic  principle  were  tried  to  studies  in  the  field  of  
"interest free" or "Islamic banking". Islamic banking prohibits the receipt or payment of the 
interest as major activity, but this is supported by the other principle of the Islamic doctorial. A 
new system is introduced  profit-loss sharing (PLS) which most likely is response to the interest 
free banking system. Currently the Islamic banking is working with 250 institutes all over the 
world. The Islamic concept is not only limited to the banks, but it also expanded its operations in 
other financial markets etc. Islamic banking is seems to be a good competitor for conventional 
banking system that is currently in operation, targeted Islamic and non Islamic countries both. 
The growth rate of Islamic financial market is considered to be about 15-20%.  
Pakistan is considered to be a Muslim state that is working and trying to implement a complete 
Islamic financial system. The idea of  Islamic banking system in Pakistan is traced from the 
beginning of this country banking system when, Qaid-i-Azam said on 1st July 1948; 
“I shall watch with keenness the work of your organization in evolving banking system practices 
compatible with Islamic ideas of social and economic life. We must work our destiny in our own 
way and present to the world an economic system based on true Islamic concept of equality of 
manhood and social justice”. 
To  give  the  reality  shape  to  this  idea  the  first practical  step  was  taken  in  1980  when  some 
changes were made in the banking ordinance for the islamization of the banking system. 
From January 1, 1981split interest free system was introduced. Currently banks are Riba based 
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From July 1 1985 all the operating commercial banks operations were made interested free, that 
gives positive impact in the growth of PLS. 
Today in 2009, the network of Islamic banking system is expended to about over 200 branches 
operating in Pakistan. Today the strength of Islamic banks Assets are close to Rs.135 billion, 
Islamic deposits and financing stands at 2.4% to 2.9% of the market share.  
Literature Review: 
No single study has been conducted in Pakistan on corporate customers’ perception towards 
Islamic Banking. On the individual customers the literature supports a good back up regarding 
the  studies  where  the  perception  of  individual  customers  is  studies.  But  if  one  consider  the 
corporate customers very few studies have been conducted on their perception regarding Islamic 
banking system. And same is the case with the conventional banking system, where the corporate 
customers perception is not consider very much by researchers. 
Turnbull (1983) conducted study where researchers focused the corporate customer’s aptitude 
towards  their  concern  banks.  In  his  research  the  researcher  target  44  responded  (corporate 
responded) in United Kingdom (UK). The researcher found from his analysis that the banking 
size  has  major  role in  adopting  and  banking  system  and  another  important  finding  that  was 
concluded that the large corporation prefer foreign banks then local banks. 
Another study that was conducted by Rosenblatt et al (1988) their sample size was 423. They 
targeted  treasure  personnel  in  Canada  different  corporation,  who  were  consider  to  be  the 
responsible personnel in banking selection decision for the corporation. In this research they 
researchers found that the about 50% of the personal were solely responsible in banks selection 
decision. In all these researchers found that there are major or important two factors which are 
influencing the selection decision more are, the bank branches network and the services quality 2
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they are offering to its customers. 
Researcher Turnbull and Gibbs (1989) have conducted a research study in South Africa. There 
population  was  the  large  and  some  very  larges  companies  that  were  operating  in  the  South 
Africa. There research objective was to find out the factors that influence the bank selection 
decision of the corporations. The researchers found that the service quality plays important role 
in the selection of banking system. There were some other factors which were considered bit 
influential and those factors were the quality of the staff and the services cost etc. and the very 
large companies give more priority to the qualities of the services. Most of the corporations were 
practicing the split banking system. the important thing on which most of the decision making 
authorizes were agreed was that the bank physical appearance has no major role in the banking 
selection criteria. 
Metawa  and  Almoassawi  (1997)  conducted  a  research  study  in  the  financial  market  of  the 
Bahrain. Researchers come with the conclusion that the religious believes play in important role 
in the selection of  Islamic banking system, and the rate of returns too has role in the bank 
selection criteria. 
In 2000 Haron and Noor Affifah conducted a research study and they observed that there were 
no distributions of profit taken place by Kuwait finance house in 1984. But the surprising factor 
was that the customers had not taken any serious withdrawal from the finance house. 
A study was conducted by  Erol and El-Bdour (1989)  found that the Islamic banks customers 
attracted towards the Islamic banking system not just because of the religious factors, but they 
are attracted towards the Islamic banking system because of the return they received from it. 
A study that was conducted in Malysia by Radiah (1993) had observed that in Muslim customers 
there  are  2  major  types  of  depositors.  The  first  type  represents  the  extremist  Muslims,  who 2
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fallows Islam in very extremely. They adopt Islamic banking at any cost. And the second type of 
the customers are consider to be moderate and they give priority while selection of banking 
system to the services quality. 
A study that was conducted by to this Haron and Planisek (1994) in Malysia, and there findings 
suggests that the profit and the religions are consider to be the two major factors while selecting 
any banking system. There observation suggests that about 40% of Muslims customers prefers 
Islamic banking system.  
Haron and Planisek also found that responded that indicated that they established relationship 
with  the  Islamic  banking  system  after  getting  knowledge  about  the  banking  functions  and 
activates.  The  researchers  also  tried  to  convey  the  top  management  of  the  Islamic  banking 
system to target not only the Muslims customers but they have to target the other customers too, 
for this they have to consider the time value of money. 
Researchers Haron et al (1994) have targeted the customers of Malaysia in order to know how 
the Muslims customers of Malaysia select the banking system. And they found that the there are 
three very important factors that are influencing the Muslims selection criteria regarding the 
banking system, and there factors are, availability of efficient services by the banking system, 
secondly the transaction speed and finally the bank personal behavior. And there was another 
important  factor  which  also  plays  role  in  the  selection  of  banking  system  and  that  is  the 
knowledge of the new offered produced to the customers by the bank. Very huge number of 
Muslim and non Muslim customers suggests that they will adopt the Islamic banking system if 
they get knowledge about the operation activities of the banking system. 
Haron and Nor Affifah (2000) analyzed relationship between deposits and rate of returns offered 
in Islamic and conventional banking schemes in Malaysia. The researcher targeted the data for 2
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analysis from 1984 to 1999 on monthly basis. There finding suggests that the there is negative 
relationship existence between interest rates and interest free deposits. The found that the Islamic 
accounts holders are attracted by the profit motives. 
A  study  that  was  conducted  in  Hong  Kong  by  Chan  and  Ma's  in  (1990),  they  targeted  the 
corporate  customers  in  order  to  understand  about  the  behavior  of  the  corporate  customers 
towards the split banking system. Researchers found that the corporate customer give preference 
to the banks with big network rather than small banks. And the corporate customers change the 
banking system just in the condition when they get more superior service then existing banking 
system. 
A study that was explored by  Erol and El Bdour in (1989) and Erol in (1990) are consider to be 
the pioneers in the patronage research studies in the field of Islamic banking system. By targeting 
the customers of Islamic banking system and the conventional banking system the researchers 
found that the. Customers who support Islamic banking system perceived that there are three 
most important criteria in the bank selection system and these are, efficient service provision, 
bank reputation and the bank image confidentiality. 
Noraffifa  Ahmed  and  Sudin  Haroon  (2002)  have  done  study  on  the  corporate  customer’s 
perception  toward  Islamic  banking  in  Malaysia.  And  they  have  found  that  Islamic  banking 
products  and  services  have  not  done  enough  in  educating  customers  and  marketing  their 
products. And another important findings of that were corporate customer while selecting there 
banks considers cost of services and products. 
 The study by Noraffifa and Sudin Haroon (2002) has been conducted on the perspective of the 
corporate customers of Malaysia. There conceptual frame work/ model is being followed in the 
perspective  of  Pakistani  corporate  customers  in  the  present  study.  The  research  study  main 2
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objective was to study the support provided by the corporate and individual customers to the 
Islamic banking system. 
This study will highlight corporate customer’s perception of the Islamic banking system. In this 
research researcher tried to understand the aspects of existing usage of Islamic banking system 
facilities,  and  tried  to  understand  the  corporate  customer’s  controllers  understanding  of  the 
Islamic  banking  features,  and  the  role  of  those  controller  in  the  switching  decision  of  the 
organization and the personal opinion of the controllers towards the Islamic banking system.  
Conceptual Frame Work: 
The present study is conceptual frame work used by Norrafifa and Sudin Haroon (2002while 
conducting a research study on the “Perception of Malaysian corporate customers toward Islamic 
banking products and services”. They have used four variables which affects the perception of 
corporate customers toward Islamic banking. These variables are  
i.  Awareness/knowledge of customers towards Islamic banking 
ii.  Marketing strategy of Islamic banking 
iii.  Cost of the services that offered by the Islamic banking. 
iv.  Different products that are offered by the Islamic banking. 
The  variables  mentioned  above  affect  the  corporate  customer’s  perception  towards  Islamic 
banking. 
Hence the model has been followed in the present study using Pakistani data. The conceptual 
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(Independent variables)                                  (Dependent variable)  
Methodologies: 
Data collection: 
The study is based on primary data. Due to time factor only Islamabad and Rawalpindi corporate 
customer are taken as the sample of the research. The respondents that were targeted for the 
questioners were authority responsible for financial affairs of the unlisted and listed companies 
on  ISE  &  KSE  and  LSE  based  in  Islamabad  and  Rawalpindi.  First  the  persons  have  been 
identified  of  the  selected  companies  who  are  responsible  for  the  financial  affairs  of  those 
companies. When these people show their willingness then questioner has been filled by them 
and the required data has been collected. Total of 90 questioners have been distributed among 
different companies and out of which 61 were get completed and returned.                       
The Questioner is consisting of five (5) sections. 
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In the second section of the questionnaire the respondents were asked to respond to the different 
facilities that are adopted by the organization of conventional and Islamic banking system. The  
banking facilities and derivatives include overdraft term and fixed loans, letters of credits trust 
receipts, bankers acceptance export credit refinancing facilities, bank guaranties notes issuances 
facilities  bonds,  currents  accounts,  fixed  deposed  and  other  facilities.  This  section  of  the 
questioner will try to elaborate that how much the different products of Islamic banking has been 
adopted by the different corporate customers. 
Third  section  has  got  some  question  about  the  respondent  overall  knowledge  of  the  Islamic 
banking system, and their level of understanding of concept and principles of Islamic banking 
system. In the fourth section role of respondent in the decision making will be judged. It means 
how much effect the respondent view in the decision of the banking facilities selection and other 
financial decisions. 
The fifth and final section of the questioner will consist to get the respondent perception of some 
matters of which answers could be used for Islamic banking products and services providers to 
target and retain their customers. 
Data Analysis: 
The research done by Norrafifa and Haroon (2002) have used sample method for the analysis of 
the data, it has been tried by me to improve that analysis by using some analytical technique. 
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Results and analysis of the Study: 
Before applying any test we have to find the data reliability.  
Data reliability:  
Table #1: Reliability Statistics 
 
Cronbach's Alpha  N of Items 
.826  5 
The reliability of the data has been verified by adopting Cronbach’s Alpha test, and the reliability 
of  the  data  is  found  approximately  82%.  This  reliability  shows;  that  the  result  that  will  be 
obtained from the data will be reliable up to 82%. The results are represented in the table #1:   
Correlations: 
After calculating the reliability of the data then, Pearson correlation between the depended and 
that of the independent variables has been calculated. The results and interpretation of the results 
are given bellow: 
Correlation  between  the  perception  of  corporate  customers  and  marketing  strategy  of 
Islamic banking: 
The correlation that has been found between the perception of corporate customers and their 
knowledge level towards Islamic banking is about 51%. It suggests that there exists positive 
correlation between these two variables. It means that if the Islamic banking system is improving 
their  marketing  strategy  then  there  will  be  increases  in  the  corporate  customers  of  Islamic 
banking system.  
The analysis results are presented in the table #2: 2
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Table # 2: Correlations: (between the perception of corporate customers and marketing 
strategy of Islamic banking): 
 




strategy  of 
Islamic 
banking 
perception  of  corporate 
customers 
Pearson Correlation  1  .510** 
Sig. (2-tailed)  .  .000 
N  61  61 
marketing  strategy  of 
Islamic banking 
Pearson Correlation  .510**  1 
Sig. (2-tailed)  .000  . 
N  61  61 
** Correlation is significant at the 0.01 level (2-tailed). 
Correlation  between  the  perception  of  corporate  customers  and  their  knowledge  level 
towards Islamic banking: 
Knowledge  level  of  corporate  customers  towards  Islamic  banking  and  their  perception  are 
positively correlated with the value of 68%. That shows that these two variables are highly 
correlated with each other.  It means that if the knowledge level of corporate customers has been 
increased then there is high possibility that the Islamic banking will get success in the market. 
Analysis results are shown in table#3;   
Table # 3: Correlations: (between the perception of corporate customers and knowledge of 
Islamic banking): 
      perception  of 
corporate 
customers 
knowledge  of 
Islamic banking 
perception  of  corporate 
customers 
Pearson Correlation  1  .675** 
Sig. (2-tailed)  .  .000 
N  61  61 
knowledge  of  Islamic 
banking 
Pearson Correlation  .675**  1 
Sig. (2-tailed)  .000  . 
N  61  61 
** Correlation is significant at the 0.01 level (2-tailed). 2
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Correlation between the perception of corporate customers and cost effectiveness of the 
services Islamic banking: 
Correlation  between  the  effectiveness  of  the  cost  of  services  that  has  been  provided  by  the 
Islamic banking and the corporate customer’s perception is positive. The correlation is about 
69%. Means if the Islamic banking provide highly cost effective products then there is possibility 
that they will capture their corporate customers. The analysis results are shown in table #4; 
Table  #  4:  Correlations:  (between  the  perception  of  corporate  customers  and  cost  of 
services Islamic banking): 
      perception  of 
corporate 
customers 
cost  of 
services 
perception  of  corporate 
customers 
Pearson Correlation  1  .685** 
Sig. (2-tailed)  .  .000 
N  61  61 
cost of services  Pearson Correlation  .685**  1 
Sig. (2-tailed)  .000  . 
N  61  61 
** Correlation is significant at the 0.01 level (2-tailed). 
Correlation between the perception of corporate customers and products and services of 
Islamic banking: 
By applying correlation between the perception of corporate customers and the products and 
services that are provided by the Islamic banking is nearly 67%. That also shows that if the 
Islamic banking has given value to the effectiveness of their products and services that could too 
effect the corporate customer perception towards Islamic banking. Results are shown in table #5; 
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Table # 5: Correlation between the perception of corporate customers and products and 
services of Islamic banking: 
      perception  of 
corporate 
customers 
products  and 
services  of 
Islamic banking 
perception  of  corporate 
customers 
Pearson Correlation  1  .666** 
Sig. (2-tailed)  .  .000 
N  61  61 
products  and  services  of 
Islamic banking 
Pearson Correlation  .666**  1 
Sig. (2-tailed)  .000  . 
N  61  61 
** Correlation is significant at the 0.01 level (2-tailed). 
 
Regression: 
After  that  we  have  applied  the  strength  of  regression  between  the  dependent  variable  and 
independent variables. The results of the analysis are shown bellow. 
Table # 6: Model Summary 
 
Model  R  R Square  Adjusted  R 
Square 
Std.  Error  of 
the Estimate 
1  .871  .758  .741  .35871 
 
Model summery of the analysis in the table # 6, it shows that the model is absolutely fitted as the 
adjusted  R-Square  values  is  about  74%.  This  shows  that  about  74%  of  our  query  is  easily 
explained by from this analysis. And remaining 24% is yet to be explored.  
Table # 7: Coefficients  
Mode
l 




t  Sig. 
      B  Std. 
Error 
Beta       
1  (Constant)  .102  .206     .495  .623 
   marketing strategy of Islamic banking  .192  .090  .163  2.143  .036 
   knowledge of Islamic banking  .179  .066  .237  2.708  .009 2
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   cost of services  .458  .080  .433  5.714  .000 
   products and services of Islamic banking  .312  .084  .328  3.731  .000 
 
 The results (shown in table # 7) of regression coefficient represents that the all the independent 
variables  have  significance  impact  on  the  dependent  variable.  In  all  four  variables  the  two 
variables  cost  of  services  and  the  different  products  and  services  that  are  provided  to  the 
customers have very high significance impact on the perception of corporate customers.  
Conclusion:  
From this study it could be easily conclude that if the Islamic banking wants to survive in the 
current financial market, they must have to adopt some new polices and have to improve some 
weak areas which must be considered. From this study it has found that there are some factors 
which effect the perception of the corporate customer very much.  
The first thing is the level of knowledge towards Islamic banking. If the Islamic banking does 
not have made some strong policies for the improvement of the knowledge level of the corporate 
customers toward Islamic banking, then it would be difficult for them to strike the conventional 
banking system.  
Another thing is the marketing strategy of the Islamic banking. Islamic banking system must 
have to improve their marketing strategy they could enhance the corporate customers. 
Cost and services both are the important factors in the perception of corporate customers. It 
means that if the Islamic banking produce different products but with good services and having 
low cost then they could easily attract their both individual and corporate customers. 
Recommendation: 
From the study it could be recommended that if that Islamic banking system improves their 
strategy  towards  marketing,  cost  efficiency  of  the  products  and  services  provision,  and  to 2
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improve  the  knowledge  level  of  Islamic  banking  to  their  customers  by  arranging  different 
workshops,  seminars.  Then  they  will  be  able  to  get  more  market  shares  and  will  get  more 
corporate customers in the market. 
Further research study is required in the field of customer satisfaction of Islamic banking system 
of different markets. 
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